Panchayati Raj Institutions (PRIs) in Union Territories (UTs) without a legislature have been grappling with many complex problems --structural, administrative and fiscal. The Andaman and Nicobar Islands, Chandigarh, Daman and Diu, Dadra and Nagar Haveli and Lakshadweep Islands are the five UTs in India that do not have a legislature. This paper examines the essential features of the PRI system in these UTs, analyses the mobilisation and utilisation of funds by PRIs and suggests concrete measures to improve their functioning. The study reveals that though the administrative bodies of all the five UTs have specified that functions be transferred to PRIs, this is not being executed. In the absence of a legislature, the UT administrator and the bureaucracy have been holding powers. A huge amount of funds available with PRIs remain unspent every year primarily due to the lack of functions and functionaries. Significantly, the accumulated unspent balance with the PRIs has had an adverse effect on mobilisation of own source of revenue. Certain concrete steps that are essential to improve fund mobilisation and utilisation by the PRI system in the five UTs are suggested. Own source of revenue needs to be mobilised by strengthening tax assessment and collection process. The study highlights the urgency for the removal of the mismatch between activity mapping and corresponding funding of PRIs under various budget heads of UTs.
Introduction
Even after more than a decade of the passage of the 73rd and 74th Amendments to the Indian Constitution, Panchayati Raj Institutions (PRIs) are grappling with many complex problems -structural, administrative and fiscal. The problem is further confounded if one has to understand the functioning of panchayats in Union Territories (UTs) without a legislature. Andaman and Nicobar Islands (A&N Islands), Chandigarh, Daman and Diu, Dadra and Nagar Haveli and Lakshadweep Islands are the five UTs in India that do not have a legislature. In fact, 257 it is the legislature that makes budgetary allocation to local bodies in most states. But in the absence of a legislature in UTs, policies are framed, approved and implemented through executive orders of the UT administration. The Union Home Ministry prepares the budget for the UTs which is passed for budgetary allocation from the consolidated fund of Government of India in Parliament. Once the budget is passed, the UT administrator can spend the fund. In fact, these UT administrators have more administrative freedom in the fund allocation compared to other states.
PRIs are local-level bodies that identify, formulate, implement and monitor development and welfare programmes. The states and UTs are required to pass necessary laws for the creation of PRIs and endow them with financial powers and responsibilities (NIRD 1996) . Article 243-I of the Indian Constitution stipulates that a Finance Commission should be constituted for states and UTs to review the financial position of the panchayats and to make recommendations for transfer of financial resources to local bodies from the government of states/UTs. Transfer of financial resources to these local bodies take place in various forms -tax shares, grant-in-aid, tax assignments, etc. The resources of PRIs may be broadly classified under the following four heads: The Twelfth Finance Commission has also specified that the sources of income of PRIs in states and UTs should be within the parameters of own tax revenue, own non-tax revenue, assignment plus devolution, grants-in-aid and others (John, 2006) . Within this framework, we need to look into the functions of PRI system in the five UTs focusing on revenue mobilisation and utilisation.
The objectives of this paper are to (i) examine the essential features of the PRI system in five UTs, (ii) analyse the mobilisation and utilisation of funds by PRIs, and (iii) suggest concrete measures to improve the functioning of PRI system in UTs.
PRI System in Union Territories (a) Structure of PRIs
The Andaman and Nicobar Islands ranks high among the five UTs in terms of the size of territory and ranks second in population next only to Chandigarh. There have been wide differences among these five UTs with regard to physical features. But the variance of population is not very stark except Lakshadweep, which has a population of only 60,650. The PRI system in conformity with the 73rd constitutional amendment came into existence in all five UTs during the same period. These systems, however, are not uniform in nature (Table 1) .
On promulgation of the Andaman and Nicobar Islands (Panchayat) Regulation, 1994, a three-tier panchayat system was introduced for the UT. PRI system exists only in Andaman whereas Nicobar has a tribal council that does not come under PRIs. Andaman's PRI system has three tiers of panchayats: gram panchayat, panchayat samiti and zilla parishad. A total of 67 gram panchayats, seven panchayat samitis and one zilla parishad have been functional since October 1995. After the 73rd Amendment, panchayat regulations were amended in 1994 to provide for a two-tier panchayati raj system in Daman and Diu, which came into effect in 1995. Similarly, Dadra and Nagar Haveli Village Panchayat (Amendment) Regulation, 1994, provided for a two-tier panchayati raj system in Dadra and Nagar Haveli territory with effect from November 1995. It has one district panchayat at an apex level and 11 village panchayats at the base level. Following the promulgation of Lakshadweep Panchayats Regulation in 1994, the two-tier PRI system came into existence. The UT has one district panchayat at the top level and village (dweep) panchayats at the bottom level. In Chandigarh, the new PRI system came into existence in 1994 with the adoption of the Punjab Panchayati Raj Act, 1994. Accordingly, a three-tier Panchayati raj system was introduced in Chandigarh, which now has 17 gram panchayats, one panchayat samiti and one zilla parishad.
(b) Devolution of Power
Despite all the UTs having introduced PRI systems in conformity with the 73rd Constitution Amendment, we need to know more about the transfer of 3F'sfunds, functions and functionaries to PRIs in real terms (Table 2) . The Andaman and Nicobar Islands Panchayat Regulation, 1994, has specified that the powers of all the three tiers of PRIs in relation to matters listed in various schedules, including activities in sanitation, health, education, agriculture, animal husbandry, social welfare, minor irrigation, cooperation, women welfare, village industries, relief etc. The most worrisome feature of the functioning of the PRI system is that the UT administration has transferred only eight subjects out of 29. It should also be noted that even for these subjects, which include agriculture, fisheries, water supply, road development and electricity, powers have not been fully transferred. The devolution of powers to PRIs in Andaman and Nicobar Islands has several other worrisome features. For instance, the funds and functionaries required for proper upkeep and maintenance of the transferred assets are yet to be provided to PRIs.
Daman and Diu has devolved 18 subjects to PRIs, though restricted to certain activities. Village panchayats have been given jurisdiction over subjects like sanitation and public health, public works, planning and development, social welfare and education, and culture, while district panchayat has jurisdiction over non-conventional energy, poverty alleviation, welfare of the weaker sections and maintenance of community assets. Besides this partial transfer, adequate numbers of functionaries have not been provided to perform the various functions entrusted. This comes in the way of implementing tasks and projects. It also needs to be mentioned that most of the staff working for the panchayats are on deputation as they hold charge and draw salary from the parent department. This staff is not really accountable to panchayats.
Dadra and Nagar Haveli has transferred all the 29 subjects, but partially. For example, agriculture, animal husbandry, dairy and poultry, rural electrification, education including primary and secondary schools, health and sanitation, family welfare and women and child development are the subjects that have been partially transferred. In order to carry out the above functions, functionaries consisting of technical and non-technical staff are transferred to the panchayat on a deputation basis. The staff is not accountable to PRIs as they continue to draw salary from and report to their parent department.
It was only after the Ministry of Panchayati Raj exerted some pressure that the UT of Lakshadweep notified the transfer of 25 subjects to PRIs in 2006. However, as of early 2007, the actual transfer was yet to take place. It has been found that four UTs have devolved few subjects and activities to PRIs while there has been no devolution of funds, functions or functionaries to PRIs in Chandigarh. It seems that PRIs will cease to exist in this UT. Activity mapping, which is the key level issue, has also not been done.
The foregoing analysis reveals that though the UT administrations of all the five UTs have specified that functions be transferred to the PRIs, the orders of the administration are not being executed in its true letter and spirit. We need to bear in mind that the constant power struggle between PRIs and UT administrators is mainly due to the resistance from the bureaucracy. In the absence of a legislature, UT administrators and the bureaucracy have been holding powers.
(c) Institutional Framework
Elections: Article 243-E of the Constitution of India stipulates that regular election to all the tiers of PRIs should be conducted. However, some of the states have not yet conducted regular elections. However, it is interesting to note that almost all the tiers of PRIs in five UTs have conducted regular elections (Table 3) . 
(d) Auditing System
All the five UTs have provisions in the respective Panchayat Raj Acts with respect to the maintenance of accounts by panchayats and the auditing of such accounts as stipulated by Article 243-J of the Indian Constitution. However, in all the five UTs, except Andaman and Nicobar Islands, regular audit is not taking place. The Examiner of Local Fund, who is the prescribed authority, conducts the audit of accounts of the panchayats at all the three levels in the UT. However, local fund audits are not being done regularly. There has been an attempt to conduct a Comptroller and Auditor-General audit into the accounts of zilla panchayat though it has not yet materialised. Similarly, in the UTs of Daman and Diu, Dadra and Nagar Haveli and Lakshadweep, there is no regular audit. However, in Andaman and Nicobar Islands, the local fund audit department of the UT administration has been conducting the audit of panchayati raj bodies of all the three tiers regularly every year.
(e) Gram Sabha
In Andaman and Nicobar Islands, gram sabhas are essentially held twice a year. It is a statutory requirement for all the projects to be approved in the gram sabha. These approved projects are to be taken up by gram panchayat, panchayat samiti or zilla parishad, according to the size of the project. Generally, gram panchayat takes up smaller projects while bigger projects are executed either by panchayat samiti or zilla parishad. The public is informed of the gram sabha to be held via radio, newspapers, notice boards, wallpapers and public announcement system. Expenditure for convening gram sabha is met from the untied funds.
In Dadra and Nagar Haveli and Daman and Diu, gram sabhas perform their vital role of selecting beneficiaries, approving plans and programmes and issuing the utilisation certificates. The beneficiaries of different schemes of the poverty alleviation programmes are identified by the gram sabha. The gram sabha covers the entire village, and one-tenth of the total number of members forms the quorum. It considers various aspects of projects for the current financial year, identifies beneficiaries for development programmes and recommends proposals for taxation. The gram sabha meetings are usually held two to four times in a year. But these are generally sparcely attended as the people would be preoccupied with their own work.
In Chandigarh, meetings of the gram sabha are held twice a year i.e. one in the month of December after the harvesting of Sawni crop and the other in the month of June after the harvesting of Hari crop on such dates as fixed by the Sarpanch. Issues discussed in the gram sabhas relate to water and sanitation, ration cards, old age certificates, BPL cards and other day-to-day issues concerning the village. In Lakshadweep, despite the provision in the UT's regulation, gram sabhas are not operational except in Kalpeni (dweep) panchayat. Entire village (dweep) panchayat is covered by a gram sabha.
(f) District Planning Committee
In accordance with Article 243 of the Constitution, all the states and UTs are required to set up District Planning Committees (DPCs) to consolidate the plans prepared by the panchayats and municipalities into the draft development plan for the district. All the UTs, except Chandigarh, have set up DPCs. Among these five UTs, the DPC in Andaman and Nicobar Islands has a greater role in the planning process. However, in all the UTs as final approval of the plan is required from the UT administration, the freedom of DPCs is limited. Moreover, being constituted partly through indirect election and the remaining by nomination, the DPC is neither accountable to the people directly nor to the local government institutions.
(g) State Finance Commission
Two finance commissions have been constituted for the UTs to make recommendations on the determination of taxes, duties, tolls and fees which may be assigned to or appropriated by the panchayats, the grants-in-aid to the panchayats, the measures needed to improve the financial position of the panchayats, and on any other matter referred to the Commission by the administrator in the interest of sound finance of panchayats.
The Finance Commission constituted under Section 186 of the Andaman and Nicobar Islands (Panchayat) Regulation, 1994, for the Andamans is also the Finance Commission for the Union Territory of Lakshadweep, Daman and Diu and Dadra and Nagar Haveli. The State Finance Commission for NCT of Delhi is also functioning as Finance Commission for UT, Chandigarh. These Finance Commissions, after making thorough studies on the prevailing conditions in the UTs , have submitted two reports to the respective administrators recommending various strategies to improve the over all financial positions of the PRIs.
Resource Mobilisation and Utilisation
PRIs in UTs receive funds mainly from government as grant-in-aid and through centrally sponsored schemes. These funds are primarily used for executing various development projects. Major projects undertaken by the three tiers of PRIs include construction of bridges, auditorium, mini stadium, anganwaries, community hall, markets, shopping complex, bus shelter, CC drain, retaining wall, footpaths and school buildings at various places. PRIs give thrust on installation of rural water supply, rural sanitation, village roads, lighting, footpath, culvert, rural education and minor irrigation.
(i) Andaman and Nicobar Islands
Grant-in-aid and Centrally sponsored schemes are the main source of funds for PRIs in Andaman and Nicobar Islands. Own source of revenue forms an insignificant part of the total funds of PRIs in the UT. The administration releases grant-in-aid for general and sectoral schemes and matching grants to the PRIs from time to time. Table 4 During 2001-02, the expenditure incurred for honorarium by zilla parishad was more than the funds released whereas only 5.7 percent of the funds released for rural roads were utilized. In the same year, minimal importance was given to the setting up of the educational institutions, and the funds released under PMGY, PMGSY and rural water sector remained unspent. The expenditure on roads, water supply and education increased during 2002-03 as compared to previous year. Moreover, in the next year the total expenditure was greater than the funds released. So, over the years, the zilla parishad has shown improvement in funds utilisation.
Panchayat samitis in Andaman and Nicobar Islands have utilised only 20-25 per cent of the total funds available with them during 2001-04 leaving a huge unspent balance every year. During this period, panchayat samitis spent a large proportion of the total expenditure on roads. The data on receipts and expenditure incurred by the gram panchayats reveal that unspent balance is quite high in all the three years as in the case of the other two tiers. The results of field survey show that the major activities of gram panchayats are road construction and water supply. In fact, this is clearly depicted in the expenditure pattern of gram panchayat as well.
It is interesting to note that the percentage of funds utilisation by panchayat samitis and gram panchayats has not shown much improvement over the years whereas the zilla parishad reveals that its fund utilisation has improved over the years. As there is separate engineering wing for zilla parishad, it has not been facing the problem of delay in getting technical approval for the projects. Moreover, they have better trained and technically qualified staff with a well-established office compared to panchayat samitis and gram panchayats.
* Total Funds Available=Opening balance + Receipts
Based on the detailed discussions with elected representatives and officials of PRIs, it has been found that several problems have led to this situation. First, there has been an undue delay in getting administrative and technical approvals for the projects. The delay in receiving technical sanction is mainly due to the shortage of technical staff. Shortage in trained staff in non-technical sectors of PRIs is also a major constraint. Secondly, the elected representatives of PRIs have not yet been provided adequate training and orientation. Even though the gram sabha has the authority to approve the work, adequate expertise in the preparation of the plan is a major constraint in planning and execution of projects. Another serious problem is the climate condition in Andaman and Nicobar Islands. Due to incessant rain for almost eight months, construction can be undertaken for only four months. Also, the committee system, mainly work committee, estimate committee and finance committee is not functional in almost all the panchayats. It is significant to note that the accumulated unspent balance with PRIs has had an adverse effect on mobilisation of own source of revenue.
(ii) Chandigarh
The Punjab Panchayati Raj Act of 1994 defines the sources of funds for the three tiers of panchayat. The zilla parishad receives grant-in-aid from the UT administration and also plan and non-plan grants. Zilla parishad does not receive any scheme-wise funds. The receipt and expenditure of Chandigarh zilla parishad show that since 2000-01, the opening balances have been increasing (Table 5 ). This Source: Zilla Parishad, Chandigarh
As the zilla parishad of Chandigarh is not active, most of the major projects and activities are shared between the panchayat samiti and gram panchayat. The activities of the panchayat samiti are mainly in the areas of infrastructure building, health and sanitation, sports and cultural programme and training of the PRI members.
Though the resources of the panchayat samiti run in crores every year, huge amount is is left as as unspent balances, primarily due to the lack of functions and the functionaries. It is imperative to note that there is no fixed ratio of funds received by the three tiers of panchayat in Chandigarh. However, the funds received by the zilla parishad are released to the panchayat samiti and the gram panchayats according to their respective requirements. The allocation of funds by the zilla parishad to the panchayat samiti and the gram panchayat can be broadly classified in three components. First is the grant-in-aid to the panchayat samiti for various projects and activities such as infrastructure building, training of the PRI members and other developmental works. The second component of the funds is given to the gram panchayat. The third component of the fund remains with the zilla parishad for some miscellaneous activities. According to the elected representatives and officials, there are no untied grants. Though the elected representatives revealed that the budget is discussed in detail at panchayat meetings, 30 per cent of them are unaware of the allocated budget of the respective panchayat. About 75 per cent of the officials of PRIs covered in the field study in Chandigarh disclosed that there is no vertical distribution of finances among the three tiers of panchayats.
There is also a component of own source revenue mobilised by the panchayats themselves. The own source revenue of the villages in the UT during 2004-05 is shown in Table- Source: Zilla Parishad, Chandigarh Note:(1) Large variations can be seen in the revenues of different villages as some of them are receiving tax revenues from the industrial units (2) The given data are the actual collection realised and the data on demand assessment are not available Though gram panchayats are entitled to levy taxes, such as taxes on land and buildings, professions, trade, entertainment and stamp duty (barring house tax), they are not levied. Even the collection of house tax is quite irregular. The panchayat samiti can also levy certain fees and taxes that include toll on vehicles using roads or bridges, fee on the registration of the vehicles, water tax and electricity tax. However, taxes at the level of panchayat samiti are not yet levied.
(iii) Daman and Diu
The revenue and expenditure pattern of district panchayat shows that there has been a consistent increase during the three-year period from 2001-04 (Table 7) . While revenue has increased from Rs 9.29 crore in 2001-02 to Rs12.74 crore in 2003-04, expenditure has gone up from Rs 24.88 lakh to Rs 2.27 crore during the same period. However, it needs to be noted that a significant amount was left unspent in 2003-04.
In 2001-02, only 20 per cent of the funds received by the district panchayat for roads and bridges was utilised, whereas grants-in-aid received under the two Centrally-sponsored programmes --PMGSY and PMGY --for roads and bridges were not spent at all. Moreover, the funds allotted for general education, public health, minor irrigation, crop husbandry and animal husbandry remained unutilised.
Over the next two years, a large proportion of total expenditure was spent on roads and bridges. For water supply and sanitation, the expenditure incurred was 10 per cent of the funds received during 2002-04. The village panchayats in the UT spend funds mainly on public works, sanitation and public health, social welfare and education. The expenditure incurred on administration forms a significant proportion of the total expenditure by the village panchayat. For example, in 2004-05 Vanakbara and Bhucharwada village panchayat spent Rs 5.64 lakh and Rs 3.64 lakh respectively for administrative purposes. Also, the village panchayats in Daman & Diu collect revenue from house tax, professional tax, advertisement tax, license fees, market fees, etc. They spend its funds on construction and maintenance of village roads, drainage and culverts, and drinking water schemes. The responsibility of the maintenance of street lighting remains with them.
iv) Dadra and Nagar Haveli
District panchayat has no source of income of its own, except the fund allocated by the UT administration in the form of plan and non-plan allocation including the grants-in-aid. It is granted ten lakh rupees per annum, as an untied fund. It should be noted that district panchayat does not have the taxation powers. (Table 8 ). There was an unspent balance of Rs 108.55 lakh. Expenditure of PRIs has been essentially on provision of services and administrative expenses like staff salary, office maintenance and stationery, among others. Services include expenses on repairs and maintenance of streetlights and water supply schemes.
Village panchayats in this UT have their own source of income through house tax, professional tax, market fee etc. They have been found to rely mainly upon house tax and profession tax. However, tax assessment is not undertaken regularly. In addition to this, each panchayat receives grant-in-aid from the government to the tune of Rs 3 lakh annually. They receive tied grants to be used for specific purposes. Land revenue grant is a regular form of annual receipt for the village panchayats and the entire land revenue collected from villages under the jurisdiction of a village panchayat is returned to the respective panchayat by way of this grant.
The relatively disadvantaged village panchayats tend to spend a larger share of their resources on administrative items and those with a stronger resource base on upkeep and maintenance of civic amenities. Repair and maintenance of streetlights appears to be the single largest item of expenditure. Since some of the major requirements even in the sphere of drinking water, roads and street lighting are shouldered by the UT administration, the village panchayats have only to look after the occasional repairs and maintenance. The village panchayat of Silvassa has quite a few assets and, therefore, maintenance and administration of these assets is a major item of expenditure for this panchayat. The source of funds for the panchayat in the UT includes grants-in-aid and Centrally-sponsored programme (Table 9 ). 
v) Lakshadweep
For the years 2002-03 and 2003-04, the budget estimate of the district panchayat was Rs 12.72 crore and Rs 13.81 crore respectively. The district panchayat receives Rs 20 lakh as untied grant from the UT administration for the development schemes. The Lakshadweep administration provides Rs 5 lakh each to the village panchayat as untied fund for development projects. Section 51 of the Lakshadweep Panchayats Regulation, 1994 empowers the panchayats to levy taxes and fees on the items indicated therein. Based on the recommendations of the Finance Commission for UT, a Joint Committee under the chairmanship of the Presidentcum-Chief Counsellor, DP, was constituted to recommend a proper taxation proposal to the panchayats. The panchayats have not yet started collection of most these taxes and fees.
As the untied grant of Rs 5 lakh to each village panchayat per annum to formulate schemes on the subjects under their jurisdiction is very limited, it has been facing severe financial crunch. Moreover, the taxation system of the local government is not in place. This has compelled each village panchayat to develop small projects that are suitable to local conditions to generate funds. Some examples of such project are jaggery and vinegar making, pickle making, sale of vegetables, broiler chicken and plastic bags, rental of furniture and other items for marriages, etc. (Table 10 ). It should be noted that a major share of this amount is spent by the various departments which are transferred to PRIs. These include agriculture, medical services and social justice empowerment and culture. In fact, as these departments are functioning almost independently, village panchayat does not have much role in the fund utilisation. 
Recommendations
PRIs in all the five UTs confront several common problems. Among them devolution of powers and shortage of technical staff are major areas of concern. A huge amount of funds remains unspent every year primarily due to the lack of functions and functionaries. It is significant to note that the accumulated unspent balance with PRIs has had an adverse affect on mobilisation of own source of revenue. Certain concrete steps that are essential to strengthen the PRI system in the five UTs and improve its fund utilisation are listed below:
• As there is a mismatch between activity mapping and corresponding funding in various budget heads of UTs, it is important to give funds to the local government institutions through budgetary allocations according to the activity mapping.
• Own source of revenue needs to be mobilised by strengthening tax assessment and collection process. There is good scope for mobilising own source of revenue though assessing and collecting professional and property taxes. In order to streamline the system, district panchayat can assess professional and property taxes whereas village panchayats can collect them.
• Various Finance Commissions for UTs have made several recommendations for mobilisation of own source revenue by local government institutions. For instance, the Second Finance Commission for the UTs of Andaman and Nicobar Islands, Dadra and Nagar Haveli, Daman and Diu and Lakshadweep has recommended that the local government should learn to take hard and unpopular decisions so as to become fiscally health. The commission has recommended various ways to raise own source of revenue through tax and non-tax sources. It is of the view that the statutorily provided spectrum of local taxation is quite wide and local governments can pick and choose depending on their local circumstances. Also, by bringing more services under user charges, fees and fines can widen the range of non-tax sources. However, the recommendations of Finance Commissions for UTs have not been seriously implemented. It is equally important to point out that those recommendations have not attracted public debate or scrutiny. So it is suggested that recommendations of Finance Commissions for UTs should be implemented.
• The mandatory approval of development plan by gram sabha should be introduced in all the five UTs. However, it will be more effective if expertise and training can be given for the identification and preparation of development plans. All UTs should provide sanctioning authority to gram sabhas, not only in terms of powers for identifying and selecting persons as beneficiaries under the different programmes but also the power to issue certificate of funds utilisation.
• Committee system should be made functional at all the three-tiers of panchayat. There is an urgent need to introduce three committees: work committee, estimate committee and finance committee to accelerate the execution of development projects.
• Proper programme should be introduced to create awareness about the significance of gram sabha among the public. Proper guidance and orientation is to be given to them in acquiring knowledge and necessary skills in planning and implementation of various development programmes and schemes by PRI.
• Regular training and capacity building should be organised for PRIs to equip them in the execution of the projects. As officials including those from the line department or transferred institutions are not under the control of the panchayat, it is quite appropriate to have a separate panchayat cadre staff in line with the increase degree of financial autonomy. Adequate engineering staff should be employed at each level of PRIs. As introduced in Karnataka, permission should be given to PRIs to outsource engineering staff from universities, etc.
• As tax potentials are limited in UTs, like Lakshadweep, innovative projects need to be introduced by the panchayats to generate own source of revenue.
